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(ii) The current market value of any
securities withdrawn does not exceed 10
percent of the current market value of
the security with respect to which they
were distributed.

[Reg. T, 61 FR 20392, May 6, 1996]

§220.5 Special memorandum account.

(@) A special memorandum account
(SMA) may be maintained in conjunc-
tion with a margin account. A single
entry amount may be used to represent
both a credit to the SMA and a debit to
the margin account. A transfer be-
tween the two accounts may be ef-
fected by an increase or reduction in
the entry. When computing the equity
in a margin account, the single entry
amount shall be considered as a debit
in the margin account. A payment to
the customer or on the customer’s be-
half or a transfer to any of the cus-
tomer’s other accounts from the SMA
reduces the single entry amount.

(b) The SMA may contain the follow-
ing entries:

(1) Dividend and interest payments;

(2) Cash not required by this part, in-
cluding cash deposited to meet a main-
tenance margin call or to meet any re-
quirement of a self-regulatory organi-
zation that is not imposed by this part;

(3) Proceeds of a sale of securities or
cash no longer required on any expired
or liquidated security position that
may be withdrawn under §220.4(e); and

(4) Margin excess transferred from
the margin account under §220.4(e)(2).

[Reg. T, 61 FR 20394, May 6, 1996]

§220.6 Government securities account.

In a government securities account, a
creditor may effect and finance trans-
actions involving government securi-
ties, provided the transaction is not
prohibited by section 15C of the Act or
any rule thereunder.

[Reg. T, 61 FR 20394, May 6, 1996]

§220.7 Arbitrage account.

In an arbitrage account a creditor
may effect and finance for any cus-
tomer bona fide arbitrage transactions.
For the purpose of this section, the
term “*bona fide arbitrage’” means:

(a) A purchase or sale of a security in
one market together with an offsetting
sale or purchase of the same security
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in a different market at as nearly the
same time as practicable for the pur-
pose of taking advantage of a dif-
ference in prices in the two markets; or

(b) A purchase of a security which is,
without restriction other then the pay-
ment of money, exchangeable or con-
vertible within 90 calendar days of the
purchase into a second security to-
gether with an offsetting sale of the
second security at or about the same
time, for the purpose of taking advan-
tage of a concurrent disparity in the
prices of the two securities.

[Reg. T, 61 FR 20394, May 6, 1996]

§220.8 Cash account.

(a) Permissible transactions. In a cash
account, a creditor, may:

(1) Buy for or sell to any customer
any security or other asset if:

(i) There are sufficient funds in the
account; or

(if) The creditor accepts in good faith
the customer’s agreement that the cus-
tomer will promptly make full cash
payment for the security or asset be-
fore selling it and does not con-
template selling it prior to making
such payment;

(2) Buy from or sell for any customer
any security or other asset if:

(i) The security is held in the ac-
count; or

(i) The creditor accepts in good faith
the customer’s statement that the se-
curity is owned by the customer or the
customer’s principal, and that it will
be promptly deposited in the account;

(3) Issue, endorse, or guarantee, or
sell an option for any customer as part
of a covered option transaction; and

(4) Use an escrow agreement in lieu
of the cash, cash equivalents or under-
lying asset position if:

(i) In the case of a short call or a
short put, the creditor is advised by
the customer that the required securi-
ties, assets or cash are held by a person
authorized to issue an escrow agree-
ment and the creditor independently
verifies that the appropriate escrow
agreement will be delivered by the per-
son promptly; or

(if) In the case of a call issued, en-
dorsed, guaranteed, or sold on the same
day the underlying asset is purchased
in the account and the underlying



